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Why Add Restructuring to Cutbacks? In this chapter we analyze the broader context in which political struggles over the future of the welfare state are taking place and consider why a coalition government under difficult economic circumstances should take the risks involved in combining rapid cuts with a root-and-branch restructuring of virtually the entire public sector.
The chapter falls into two sections. The first sets the longer-term context: on the one hand, higher incomes and better living standards, on the other growing inequalities, deepening divisions between better-and worse-off groups and harsher stigmatisation for claimers of working age. The second argues that the scale and riskiness of the new programme can be explained only through a commitment to entrench a new radical liberalism in British public life.
At the practical level, the cutbacks can be seen as intended to gain support from those who resent welfare state dependency, to save resources and facilitate tax cuts, and to ensure financial stability and make Britain attractive to overseas investors. Current policies do not appear successful by any of these criteria. Further explanations analyse the new policies from the perspective of political economy. From this viewpoint, they form part of a broader project designed to tackle the problem of Britain's long-run economic decline from a particular perspective. Although growth continues in the UK, other capitalist economies have gradually outstripped it during the post-war period. The emergence of new global players in Asia and South America pushes Britain further back into the second division.
Cutbacks plus restructuring are intended to entrench a permanent liberalism by undermining the social solidarity that sustained the welfare state, creating new pro-market lobbies and shifting the political climate in a direction more supportive of a competitive, market-centred social order. This is a particular solution to the problem of finding a way forward for the British economy in a post-industrialised and globalised world. It ignores alternatives in which state welfare plays a much stronger role.
The context: growth and inequality
Growing income inequalities: Economic growth during most of the post-war period has led to higher living standards and the rise of a mass consumption society. During the period up to the mid-1970s incomes rose at roughly the same rate for most population groups and rather
